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IN RE: Petitionof SouthCarolinaElectric& Gas ) ORDERGRANTING
CompanySeekinganAccountingOrder ) PETITIONFORAN
AuthorizingCapitalizationof theCosts ) ACCOUNTINGORDER
Incun'edfrom theRemovalandRelocationof ) WITH CONDITIONS
a SpareGeneratingStep-UpTransformer )
from theV.C. SummerNuclearStationto the )
Arthur M. Williams GeneratingStation )

This matter comesbefore the Public Service Commissionof SouthCarolina

("Commission")on thePetitionof SouthCarolinaElectric& GasCompany("SCE&G"

or "the Company") for an accounting order for regulatory accounting purposes

authorizingSCE&Gto capitalizethe costsincun'edfrom theremovalandrelocationof a

sparegeneratingstep-uptransformerfrom V.C.SummerNuclearStationto theArthur M.

Williams generatingstation ("Williams Station"). Williams Station is owned by

SCE&G's affiliate companySouth CarolinaGeneratingCompany,Inc. ("GENCO"),

which sells100%of thegenerationoutputfrom Williams Stationto SCE&Gunderaunit

powersalesagreement.

TheCompanyassertsin its Petitionthat the requestfor relief will not involve a

changeto anyof SCE&G'sretail ratesor pricesat this time, or requireanychangein any

Commissionrule, regulation,or policy. In addition,the Companyfurther states,andwe

agree,that issuanceof therequestedaccountingorderwill not prejudicetheright of any

party to addresstheseissuesin a subsequentgeneralratecaseproceeding.TheCompany
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also asserts,andwe alsoagree,that nonotice or hearingin this matteris required. See

S.C.CodeAnn. Section58-27-870(F) (Supp.2010).

SCE&Gandthe SouthCarolinaPublic ServiceAuthority ("SanteeCooper")are

joint ownersof the V.C. SummerNuclearStation. Pursuantto anoperatingagreement,

SCE&Gcontrolsandoperatesthe stationandall the interconnectionfacilities at the site

and is entitledto two-thirds of the electricalpower output from the station. Santee

Cooperis entitledto theremainingone-thirdof outputandis responsiblefor one-thirdof

the cost of pro'chasingequipmentfor the facility, aswell asthe costsassociatedwith

operatingandmaintainingthefacility.

In 1984,SCE&GandSanteeCooperpurchaseda 1,000megavoltampere22-240

kilovolt generatingstep-uptransformer(the "GSU Transformer")for use at the V.C.

SummerNuclearStationat a cost of $6,636,550.Pursuantto the joint ownershipand

operating agreementbetween the two, SCE&G maintaineda two-thirds ownership

interestin the GSU Transformer,and SanteeCoopermaintaineda one-thirdownership

interest. SCE&G'stwo-thirdsownershipinterestin theoriginalcostwas$4,424,367.

TheGSUTransformerwasremovedfi'om servicein late2009. As of December

31,2009,thenetbookvalueof theGSUTransformerwasapproximately$2,277,285.

In additionto the V.C. SummerNuclearStation, SCE&G owns and operates

several fossil fuel and hydro electric generatingfacilities located throughout the

Company's service territo12¢("Fossil/Hydro Fleet"). SCE&G statesthat, to ensure

continuedsystemreliability, it hada needto purchasea sparetransformerfor this Fleet.

Transformerssuchasthe GSU Transformerarelong-leadtime items,which meansthat



DOCKETNO. 2011-213-E- ORDERNO.2011-508
JULY 20,20t i
PAGE3

this equipmenttakesa significantamountof timeto procureandsubsequentlyplaceinto

service.The Companynotesthat if a generatingstep-uptransformerbecameinoperable

atoneof SCE&G's plantsrequiringremovalfrom service,the electricgeneratingfacility

would be takenoff-line until anothergeneratingstep-uptransformercouldbe installed.

Havinga spareGSUTransformerreadilyavailablefor theFossil/HydroFleetreducesthe

time aunitwouldbeoff-line in theeventof failure,therebyenhancingsystemreliability.

On October 1, 2010, SCE&G and SanteeCooper enteredinto a Purchase

Agreement,whereby SCE&G would acquire SanteeCooper's one-third ownership

interestin the GSU Transformerin exchangefor paymentof one-thirdof the net book

value of the transformer, or $759,095. Federal Energy Regulatory Commission

("FERC") approvalof thetransactionwas required,andFERCapprovedthe transaction

by order datedDecember8, 2010. On DecemberI5, 2010,SCE&G consummatedthe

transactionby paying SanteeCooper the $759,095. In accordancewith Generally

Accepted Accounting Principles ("GAAP"), SCE&G recorded the $759,095as an

increaseto its bookvaluein theGSUTransformer.

SCE&Gassertsthat, dueto theheavyconstructionactivity andtraffic associated

with the constructionof V.C. SummerNuclearStationUnits 2 and3, continuedstorage

of the GSU Transformerat the V.C. SummerNuclearStationwould limit SCE&G's

ability to quickly deploy the transfomerto a plant in its Fossil/HydroFleet if needed.

Therefore,SCE&G removedthe GSU Transformerfrom the V.C. SummerNuclear

Stationandrelocatedit to Williams Station,sothat,in SCE&G'sview, it canbedeployed

within its Fossil/HydroFleetmoreefficiently andin atimely mannerwhenneeded.
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In additionto the$759,095paidto SanteeCooperfor its one-thirdinterestin the

GSUTransformer,SCE&Gincurredanadditional$1,674,851in costsassociatedwith the

removalandrelocationof the GSU Transformerfrom V.C. SummerNuclearStationto

Williams Station.

SCE&G statesthat, becausethe GSU Transformerwas removedand relocated

and not retired from service, standardutility accountingpractice requires that the

$1,674,851be expensed.However,SCE&Gbelievesthat, in this case,it is reasonable

and in the best interestsof SCE&G's customersthat the Companycapitalize the

$1,674,851asan incrementalcapitalcostof the spareGSUTransformer.The Company

believesthattheremovalandrelocationof theGSU_lYansformerfrom theV.C. Summer

NuclearStationto Williams Stationallows SCE&Gandits customersto realizethefull

benefitof havingaspareGSUTransformer,becauseit canbedeployedmoreeasilywhen

needed,therebydecreasingtheamountof timea plantmaybeoutof service.

The Companystatesthatto besureit hada sparegeneratingstep-uptransformer

that wasavailableto be deployedwhen needed,SCE&G could havepurchaseda new

transformer. However, SCE&G believes that this would have cost the Company

approximately$7.5million. SCE&Gfurtherbelievesthatby buyingout SanteeCooper's

interestin theold GSU Transformerand movingthetransformerto Williams Station,it

savedmore than$5 million, which directly benefitsits customers.This is set out as

follows:
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Estimatedcostfor anew GSUTransformer: $7,500,000
Lessamountpaid for SanteeCooper'sone-thirdinterest: $759,095
Lessremovalandrelocationcosts:
Totalestimatedsavings

Accordingly, SCE&G requests that

$1674 851
$5,066,054

the Commission grant the Company

authorizationto capitalize,as incrementalcostof the GSUTransformer,the $1,674,851

in costsincurredfrom the removalandrelocationof the spareGSU Transformerfrom

V.C. SummerNuclearStationto Williams Station.

TheOffice of RegulatoryStaff ("ORS") filed commentson theproposalby letter

datedJune23, 2011. ORSstatesthat discussionswith the Companyrevealedthat the

spareGSUTransformerunderconsiderationis classifiedastransmissionproperty,and,if

placedinto service,would not beassignedto a specificgeneratingstation,regardlessof

its final location. Instead,accordingto ORS,it would remain in thetransmissionplant

account. SCE&Ghasalsoagreed,accordingto ORS,to useits lower systemcomposite

depreciationratefor step-uptransformersof 2.21%for this spareuntil suchtimeasit is

insel"tedinto the Company'stransmissionsystem,whereuponthe depreciationrate will

revert to the rate of the plant to which it is deployed. ORS hasno objectionto the

Company'srequestif theseitemsareapprovedby this Commission,in additionto the

Company'soriginal requestedrelief.

We have examined this matter, and grant the Company's Petition for an

accountingorder, with the addition of the items requestedaboveby the Office of

Regulatory Staff. Clearly, the Companyhas savedthe cost of purchasinga new

transformerby utilizing the old GSU Transformeras a spareand moving it to the

Williams Stationfor easierdeployment.
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We herebygranttheCompanyauthorizationto capitalize,as incrementalcostof

the GSU Transformer,the $1,674,851in costsincurredfi'om theremovalandrelocation

of the spareGSUTransformerfrom V.C. SummerNuclearStationto Williams Station,

subjectto theadditionalconditionsdescribedbythe Officeof RegulatoryStaff in its June

23, 2011 letter. The GSU Transformer, which is presently classified as transmission

property, will remain in the transmission plant account, regardless of its final location.

The Company will also use its lower system composite depreciation rate for step-up

transformers of 2.21% for this spare GSU Transformer until such time as it is inserted

into the Company's transmission system, whereupon the depreciation rate will revert to

the rate of the plant to which it is deployed.

Again, however, this Accounting Order will not prejudice the right of any paltry to

address this issue in a subsequent general rate case proceeding.

This Order shall remain in full force and effect until further order of the

Commission.

BY ORDER OF THE COMMISSION:

• Howard, Chairman

ATTEST:

David A W1 g

(SEAL)


